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Jordan Reaches Preliminary Stand-By 
Arrangement with the IMF, a Credit Positive 
From Credit Outlook 

On 25 July, the International Monetary Fund (IMF) announced a preliminary $2 billion, 
36-month stand-by arrangement (SBA) with Jordan (Ba2 negative) that the country will use 
to address weaker fiscal and external accounts. The SBA is credit positive because it will 
provide Jordan access to funds equal to 6.5% of 2012 GDP. The final SBA will also likely 
require mutually agreed upon quantitative targets for Jordan’s fiscal and external accounts, 
providing greater transparency into the country’s consolidation efforts. 

Jordan’s finances have been hurt by higher energy costs, regional turmoil, and lower growth. 
As the exhibit below shows, official foreign reserves have been particularly hard hit, dropping 
$3.6 billion since last August, a loss of almost 30% of all reserves in a nine-month period. 

Jordan’s Official Reserves Under Pressure 
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Source: Central Bank Of Jordan  
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What is Moody’s Credit Outlook? 

Published every Monday and Thursday 
morning, Moody's Credit Outlook informs 
our research clients of the credit 
implications of current events. 
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SOVEREIGN & SUPRANATIONAL 
 

2   AUGUST 2, 2012 
 
   

ISSUER COMMENT: JORDAN REACHES PRELIMINARY STAND-BY ARRANGEMENT WITH THE IMF, A CREDIT POSITIVE 

Jordan imports almost all of its hydrocarbon needs. Throughout 2011, saboteurs repeatedly damaged 
the gas pipeline that links Egypt to Jordan, requiring Jordan to seek alternative energy sources. Because 
Egypt’s gas is cheaper than oil imports, those alternatives created negative balance of payments for 
Jordan. Compounding the situation is that Jordan’s subsidy system shelters much of the population 
from higher energy prices, thereby keeping demand artificially high. Increased external payments have 
reduced official reserves, raising Jordan’s external debt metrics. Our external vulnerability indicator, 
the sum of short-term external debt and currently maturing long-term external debt divided by official 
foreign exchange reserves, will likely rise to more than 100% this year from 86% in 2011, reversing a 
steady decline since 2008, when it reached 162%.  

The agreement announced on 25 July was between Jordan’s authorities and IMF staff, and still 
requires final approval by the IMF’s executive board, which we expect in the next few months. The 
IMF loan disbursements will provide much-needed external liquidity and we expect further external 
support for Jordan in the near future.  

The IMF funds follow an announcement on 1 July by Jordan’s Finance Minister Suleiman Hafez that his 
country had received a $1.25 billion grant from Kuwait (Aa2 stable) that will go toward Jordan’s 2012 
capital spending. Kuwait’s grant is equal to 4% of Jordan’s GDP and part of a five-year, $5 billion support 
program from the Gulf Cooperation Council.1

                                                                        
1  See 

 

Kuwait’s $1.25 Billion Grant to Jordan Is Credit Positive, Weekly Credit Outlook, 9 July 2012. 

http://www.moodys.com/credit-ratings/Kuwait-Government-of-credit-rating-441815
http://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_143732
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